
S.L. 2007-323 
STATE HOSPITAL UTILIZATION PILOT 

 
SECTION 10.49.(s1)  Of the funds appropriated in this act to the Department 

of Health and Human Services, Division of Mental Health, Developmental Disabilities, 
and Substance Abuse Services (Division), the sum of two million five hundred thousand 
dollars ($2,500,000) for the 2007-2008 fiscal year and the sum of five million dollars 
($5,000,000) for the 2008-2009 fiscal year shall be used to develop a pilot program to 
reduce State psychiatric hospital use and to increase local services for persons with 
mental illness.  Of these funds, the sum of two hundred fifty thousand dollars ($250,000) 
in each fiscal year shall be retained by the Department.  The remainder in each fiscal year 
shall be allocated to LMEs to be used in accordance with this section. The Division and 
each selected LME shall implement an 18-month pilot beginning in the 2007-2008 fiscal 
year, as provided in subsections (s2) and (s3) of this section.  It is the intent of the 
General Assembly to provide funds to expand the pilot program in the 2008-2009 fiscal 
year.  To this end, the Division shall develop a plan for expanded pilots as provided in 
subsection (s4) of this section. 

SECTION 10.49.(s2)  The purpose of the 18-month pilot program developed 
under subsection (s1) of this section and to be implemented during the 2007-2008 fiscal 
year is to test a mechanism to reduce psychiatric hospital use by holding an LME 
financially and clinically responsible for the cost of that use and by providing additional 
resources to build community capacity.  The Department shall select up to three LMEs in 
the same catchment area and at least one LME in a different catchment area that submit a 
proposal to participate in the pilot to the Division no later than October 15, 2007.  The 
proposal shall include a plan by the LME to reduce hospital use by a specified amount 
and an explanation of how the LME expects to accomplish this goal.  To facilitate pilot 
implementation, the Division shall do all of the following: 

(1) Calculate the cost of each LME's 2006-2007 use of State psychiatric 
hospital services based roughly on that hospital's total budget and the 
percentage of patients at the hospital admitted from the LME's 
catchment area. 

(2) Calculate a daily rate for hospital usage based on 2006-2007 statewide 
usage. The daily rate shall be higher for subsequent admissions by the 
same patient and higher for patients admitted with a primary diagnosis 
of substance abuse. 

(3) Provide the results from subdivisions (1) and (2) of this subsection to 
all LMEs not later than September 1, 2007. 

(4) Award pilot participation not later than November 1, 2007, based upon 
the proposals that project the largest decrease in use and that the 
Division believes has the greatest likelihood of succeeding. 

(5) Commence pilot implementation not later than January 1, 2008. 
SECTION 10.49.(s3)  Parameters of the pilot developed under subsection 

(s1) of this section are as follows: 
(1) The pilot LMEs will have a virtual budget account for January 1, 2008, 

through June 30, 2008, based on one-half of the LME's cost of State 
psychiatric hospital use during the 2006-2007 fiscal year minus the 
LME's proposed reduction in hospital use. The virtual budget account 
will be for the full amount less an agreed upon reduction in the second 
year of the pilot. 

(2) Every bed day used by patients from that LME's catchment area will 
be debited against that LME's virtual account. 

(3) The cost of bed days will increase by the agreed upon amount for 
patients who are repeatedly admitted to the hospital. 



(4) The cost of bed days will increase by the agreed upon amount for 
patients who are admitted with a primary diagnosis of substance abuse. 

(5) The LME shall have one or more representatives on site at the State 
psychiatric hospital. The LME representatives shall be involved with 
patient admissions, development of treatment plans, supervision and 
delivery of treatment, and development and implementation of 
discharge plans. 

(6) The pilot LMEs shall use their allocated funds to: (i) build community 
capacity through start-up operations or payment for local services; (ii) 
pay for the on-site representative at State psychiatric hospitals; and 
(iii) pay for patient bed days that are in excess of RFP's projected use. 

(7) Any funds remaining from the two million two hundred fifty thousand 
dollar ($2,250,000) allocation shall carry over to be used by the LMEs 
to pay for services to the mentally ill. 

SECTION 10.49.(s4)  Based on the experiences of the pilot programs 
authorized under subsections (s2) and (s3) of this section, the Division of Mental Health, 
Developmental Disabilities, and Substance Abuse Services (Division) shall work with the 
existing hospital use study group to develop a proposal for subsequent pilots to reduce 
hospital use and build community services.  The Division may use up to two hundred 
fifty thousand dollars ($250,000) in each fiscal year to develop the proposal.  The 
Division shall submit an interim report on its progress to the Joint Legislative Oversight 
Committee on Mental Health, Developmental Disabilities, and Substance Abuse Services 
(Oversight Committee) by October 15, 2007, and a second interim report by February 1, 
2008.  The Division shall submit its final report to the Oversight Committee by February 
1, 2009.  The final report shall include a description of the pilot LMEs' success in 
working with local hospitals and the resulting reductions in the use of emergency rooms, 
jails, and State facilities. 

SECTION 10.49.(s5)  The budgets for the State psychiatric hospitals shall not 
be reduced during the 2007-2008 fiscal year as a result of the pilot developed under 
subsection (s1) of this section.  However, those budgets shall be adjusted in following 
years to reflect the previous year's use by the LMEs participating in the pilot program. 
 


